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Introduction
The association between trade liberalisation and growth has been central in recent economic research, especially for developing countries 1 . This debate has put particular emphasis on the export growth/economic growth relationship, since export promotion strategies seem to have constituted a superior development policy for most developing countries 2 . The main benefits from higher export growth are the positive externalities which result from greater competition in world markets, that is, greater efficiency in resource allocation, economies of scale, and technological spillovers.
Recent developments in the trade policy literature focus on the potential dynamic effects of trade liberalisation in reducing rent-seeking behaviour and in accelerating the flow of technical knowledge from the world market. The benefits are derived from the greater access to new capital and intermediate goods, and also due to greater knowledge leading to faster imitation of advanced techniques (Romer, 1994; Grossman and Helpman, 1995) .
In the case of the links between trade liberalisation and exports, the basis for the analysis is the hypothesis that trade liberalisation reduces anti-export bias and makes exports 1 Rodrik (1992) discusses the limits of trade reforms in developing countries. See also Rodríguez and Rodrik (2000) , Harrison and Hanson (1999), and Thirlwall (2000) . 2 Various comparative studies analyse the impact of trade liberalisation on economic growth and exports (see Little et al, 1970; Balassa, 1978 Balassa, , 1982 Balassa, , 1985 Bhagwati, 1978; Krueger, 1978; World Bank, 1987; and, Michaely et al, 1991) . Edwards' (1993) survey presents a detailed account of the studies on export growth and economic growth, as well as the literature on trade liberalisation and growth. Sapsford (1993, 1994 ) also provide empirical evidence regarding the links between trade liberalisation, exports and economic growth in a growth accounting framework.
(especially non-traditional ones) more competitive in international markets, mainly by reducing exchange rate distortions and export duties.
There are many studies based on the orthodox supply tradition which explain the impact of trade liberalisation on export growth in developing countries. Some such investigations confirm that the countries that embarked on liberalisation programmes have improved their export performance (Thomas et al, 1991; Weiss, 1992; Joshi and Little; Helleiner, 1994; and Ahmed, 2000) . On the other hand, other researchers have found little evidence to uphold the relationship between trade liberalisation and export growth (see UNCTAD, 1989; Agosín, 1991; Clarke and Kirkpatrick, 1992; Greenaway and Sapsford, 1994; Shafaeddin, 1994; and Jenkins, 1996) .
The objective of this paper is to examine the impact of trade liberalisation on export performance for a sample of developing economies. This study differs from previous investigations in that it analyses the impact of trade reforms using export demand function theory. Furthermore, given the contrasting evidence provided by the time-series and crosssection studies regarding the link between trade liberalisation and export growth, this research will assess the relationship empirically by utilising panel data. Additionally, a detailed evaluation of the evolution of trade policy is provided, which helps to establish the exact dates of reform and the main features of trade policy in the cases considered. This evidence is used in the empirical analysis to explain the effects of distortions and liberalisation on export growth.
The rest of the research is organised as follows. Section 2 presents a review of trade policy reforms in the countries analysed in this study. The theoretical background of export demand functions is explained in section 3. In section 4 the empirical analysis is undertaken.
Section 5 concludes. 
Evolution of Trade Policy Reforms in Selected Developing Countries
One of the most recurrent arguments for trade policy reform in developing countries was the debt crisis unleashed in the early 1980s. The World Bank and the IMF began to recommend development strategies based on market oriented reforms, which included as a basic component the reduction of trade barriers and the opening of international trade to foreign competition (among other long-term growth and development strategies) 3 . The membership and commitments to the World Trade Organisation (WTO) (formerly General Agreement on Tariffs and Trade, GATT) has also been an important determinant of trade reforms in developing countries. Furthermore, the change in intellectual thinking regarding the virtues of a more outward-oriented economy, and the failures of protectionist policies in some developing countries, were crucial factors behind trade policy reform (see Krueger, 1998 ).
Trade liberalisation, specifically the impact of openness on economic performance, has been widely studied. Some studies have tried to assess the credibility of trade liberalisation attempts because of the lack of reliability of reforms, particularly in the case of some African countries in which the liberalisation measures were reversed for various reasons 4 . Although most developing countries have made significant progress towards liberalisation, the progress has been uneven and different.
There are some common elements that can be regarded as characteristic of developing countries prior to trade liberalisation. They are: 4
• Import substitution industrialisation (ISI) strategy, and its intrinsic policies: high tariff barriers, import controls, credit and exchange rate subsidies to ISI industries, protection of specific commodities via complex tariff structures.
• Tariffs as the main source of fiscal revenues.
• The use of import tariffs and exchange rate controls, mainly to cope with balance of payments crises during the 1970s and 1980s, where external negative shocks resulted in the fall of commodity prices, a reduction of aid flows and general world recession.
Also, exchange controls were used to preserve fixed exchange rates.
• The coexistence of an anti-export bias and export-promotion, mostly in the form of infant industry protection of the manufacturing sector, overvalued exchange rates, tax and credit concessions, etc.
Regarding export policies reforms, the main instruments used to promote export growth and diversification have been adjustment to exchange rates and producer prices and tariff reforms to reduce the anti-export bias in the structure of import protection. In countries with extensive foreign exchange distortions (e.g. exchange controls and multiple exchange rates), foreign exchange retention schemes for exporters were sometimes introduced, and, in some cases, special licenses (to import inputs) and duty drawback schemes were provided to exporters. The export promotion schemes mentioned above have not effectively addressed the anti-export bias facing export industries in restrictive systems and have proved difficult to administer. Nevertheless, almost all the cases, export duty reductions or elimination were undertaken as an export promoting measure, as can be observed in Table 1 .
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In general, trade liberalisation has been considered a more efficient instrument for promoting export diversification and growth than some of the earlier schemes used for this 5 purpose. These include export subsidies for non-traditional exports (e.g. cash subsidies and income rebates, which were common in Latin America, or duty relief schemes that have helped a large range of exports in South Asia). However, these schemes have not generally been successful because such countries did not reduce their reliance on traditional exports during the 1960s and 1970s. In the last two decades, export-processing zones have been set up in a large range of countries to enable certain export production to avoid domestic taxes and restrictions altogether.
Regional Experiences
Trade reforms in developing countries have tended to be gradual, and they have helped to progressively increase the range of sectors subject to import competition. A key feature of the most recent reforms is that they are an integral part of macroeconomic and structural reforms, often supported by multilateral institutions 5 . Table A1 presents a summary of the main trade policy reforms and export promotion measures undertaken in the countries analysed in this study.
Africa
Trade policy in Africa has had the same features and effects as in other developing regions. Considering that the excessive degree of trade restrictions have been a serious obstacle to exports in the past, trade policy reforms were expected to result in significant improvements in the external trade performance of the region 6 . However, Africa's economic 6 and political conditions -poor infrastructure, geography (affecting mainly land-locked least developed countries -LDCs), and dependence on a limited number of primary products -may well affect trade performance to the same, or even greater, extent than trade policy barriers 7 .
During the 1960s and 1970s many African countries followed an inward-looking development strategy, based on state intervention in the economy. Exports were concentrated on a few primary commodities, while manufacturing activities were held back by deficient infrastructure, underdeveloped financial markets, and poor human capital resources.
One of the main reasons African countries began trade liberalisation was the accessibility to external finance and the imposition of structural adjustment programs. The different experiences of trade liberalisation episodes vary from one country to another because of the different economic, social and political contexts, as well as the correlation with other types of reforms implemented. The reform packages typically included: import liberalisation through tariff reduction or tariff structure unification, reduction of duty rates, and removal of non-tariff barriers (mainly import licensing). Export liberalisation consisted of the reduction of export duties and simplification of the administrative procedures for exporting. Payments liberalisation was linked to the elimination of exchange rate controls.
Prices and market regulations were also widely abolished.
Additionally, there were short run reforms, undertaken mainly as a response to the effects of the second oil shock of 1979-80, and afterwards they were reversed. Some countries established more restrictions than in the pre-liberalisation periods.
7 Onafoura and Owoye (1998) indicate that trade policies, exports and investment rate shocks have a significant impact on economic growth in some Sub-Saharan African (SSA) countries. The results further suggest the need for African countries to embark on trade liberalisation policies in order to enhance economic growth. Also, Rodrik (1997) analyses the role of trade policy in achieving sustained long-term growth in SSA. According to the study, the effects of trade policy on economic growth seem to be indirect and more moderate. Tunisia, 1996) .
Zambia is a land-locked LDC, which passed from being one of the richest countries in Africa to one of the poorest 9 . There were two liberalisation periods, first from 1983 to 1987, and the second from 1989 onwards. Although co-ordination failures and policy reversals 10 9 The factors that prompted the economic crisis were the downturn in international commodity prices (mainly copper) in the 1970s, and external indebtedness. The adverse external shocks were reflected in a remarkable fall in Zambia's terms of trade, which was more dramatic than in other sub-Saharan African economies. The economy has also suffered as a consequence of military and political conflicts in the region. As a land-locked country, the transport costs for Zambia's copper exports were affected by the wars in Rhodesia, Angola and Mozambique. 10 The policy reversal started on May 1 1987, when the New Economic Reform Programme was announced. One of the most dramatic measures was the suspension of financial relations with the IMF. These measures affected the trade regime and the reforms undertaken in the previous period. The second episode of trade liberalisation started in 1989. By the end of 1989, general economic conditions had deteriorated enormously. The government was pressed to renew negotiations with the IMF and the World Bank group, and a new orthodox reform program was introduced in which the liberalisation policies consisted of the reestablishment of the measures implemented in the first liberalisation attempt.
covered the first attempt of liberalisation, the reform package had some remarkable outcomes.
Import liberalisation (i.e. tariff and administrative barriers) and the stimulation of the nontraditional export sector were the chief measures undertaken (Musonda and Adam, 1999) .
Zambia also experienced substantial improvements in terms of deregulation in other areas of the economy. The government decontrolled prices, privatised many state companies and abolished exchange rate controls. Also, Zambia's market access obligations under the General Agreement on Trade in Services (GATS) include services related to mining and exploitation, professional services and tourism-related services. Zambia is affiliated to the Southern African Development Community (SADC) and COMESA.
In general, there is concern regarding whether reform efforts in Africa (mainly in the LDCs) will be sustained without the pressure imposed by the adjustment programmes. This apprehension is based on the fact that trade liberalisation episodes were not always sustained.
South Asia
In the mid-1980s, all South Asian countries still protected their import-competing sectors with very high tariffs. India and Pakistan had the highest duties. India's basic rates ranged up to 335 percent, and luxury goods in Pakistan faced rates as high as 450 percent (see Dean et al, 1994) . During 1980-85, all countries experienced current account deficits. In many cases (except India) inflation rates were above 10 percent and there was a loss of foreign reserves. Real GDP growth declined mainly in Sri Lanka, but remained fairly high in India and Pakistan. Foreign exchange markets were highly restricted. As recipients of adjustment loans to cope with these macroeconomic imbalances, all countries entered into significant "liberalisation" programmes after 1985.
India is an example of dualism in the trade policy prior to reform, whereas measures against exports and to encourage exports were introduced simultaneously. In 1989 the duty drawback compensation scheme for exporters was introduced. Between March 1990 and March 1993 restrictions on manufactured exports were virtually removed. However, over half of the remaining controls are on agricultural exports, and many of these act as significant impediments.
In Pakistan there has been some liberalisation of raw material and intermediate goods imports for export industries. However, high export taxes still remain as they were in 1992, mainly on agricultural commodities such as cotton.
Sri Lanka had replaced almost all quantitative restrictions (QR) with tariffs in 1977,
and in 1985 had no bans, quotas, or domestic content requirements. However, a small number of goods still faced licensing requirements. The focus of the trade reform was explicit elimination of these taxes, especially for non-traditional exports.
Concerning export policies, South Asian countries maintained significant export taxes prior to reform. Despite the differences in the levels of duties, the countries made efforts to increase incentives to exporters. These incentives commonly took the form of establishing or expanding the duty drawback system, implementing tax holidays for exporters, simplifying direct subsidy schemes and/or paying tax rebates. Additionally, in most cases, direct controls on imported intermediate goods for use in export production were reduced. Another motivation for export policy reforms was to neutralise the effects of remaining import barriers.
East Asia
Most of the East Asian countries had already made a serious commitment to trade liberalisation before the mid-1980s. By 1985, Malaysia had removed most QRs and was in a phase of completing comprehensive trade reform. Thailand had been simultaneously promoting import-substituting and export-oriented industries since the early 1970s, but in the mid-1980s moved towards the orientation of policy in favour of export promotion.
Indonesia has a long history of failed import substitution industrialisation, but the collapse of oil and other commodity prices in the early 1980s motivated a sweeping liberalisation of trade policy, reinforced by deregulation of financial markets and rules governing domestic and foreign investment. In the movement from an inward to an outward looking development strategy, one of the most important export measures was the promotion of non-traditional exports. Indonesia, as Malaysia, uses trade measures as an environmental device 11 . The trade reforms that were undertaken after 1986 have been supported by an exchange rate policy, which has improved and protected Indonesia's competitiveness in the world.
In Korea, strong economic growth, trade liberalisation, internal deregulation, and relaxation of foreign investment restrictions have helped to enhance the competitiveness of the country (WTO, 1996) . Simplifications of export procedures and commitments with the WTO rules are also important aspects of Korea's trade reforms. As in the other successful East Asian economies, Korea's economic strength is based mainly on industrial specialisation and the resulting economies of scale (under stable external conditions). Assistance is extended in the form of tax breaks and concessional interest rates, mainly to agricultural and coal mining sectors. However, the Korean economy was affected by the difficulties of some of the major conglomerates and financial institutions, which were worsened by the financial crisis which swept through Asia in July 1997. Although Malaysia has few import quotas, it does practice import licensing, mainly for purposes of maintaining health, safety and environmental standards 13 .
The Philippines provides an example of trade policy reversal. The process of trade liberalisation was abandoned in 1983 as a consequence of severe macroeconomic problems and the debt crisis, generating balance of payments difficulties. Conversely, in 1986 a successful liberalisation programme was undertaken, which consisted of an Import Liberalisation Programme (ILP). Tariff reform can be characterised as moderate, gradual and steady. In spite of import liberalisation and tariff reforms, the export sector remains 13 disadvantaged by the trade regime. However, export-oriented foreign direct investment has increased significantly, mainly due to a 1987 reform of foreign investment laws which removed the previous biases against foreign investment in labour-intensive, export oriented activities.
In Thailand, export promotion measures were part of a broader strategy of reducing government regulation of business activity and promoting private sector development. The currency appreciated in nominal and real terms in the early 1980s along with the US dollar to which it was loosely tied. In 1984, as part of an attempt to adopt a more flexible exchange rate policy, the Thai baht was devalued against the US$ by 14 percent. The currency continued to depreciate in both nominal and real terms more gradually. As a result, Thailand's international competitiveness improved substantially in the second half of the 1980s, which had the additional effect of attracting a massive inflow of FDI, mainly from Hong Kong and Taiwan.
Overall, trade policy in East Asia became more liberal from the mid-1980s onwards. All countries have moved to more outward-oriented trade regimes, although the character and pace of reforms differed from country to country, reflecting the differences in the levels of development, in the progress made in trade reform in earlier years, and in macroeconomic circumstances. Despite these differences, a common pattern in the sequencing of reform does emerge from the East Asian experience. The first phase of trade policy reform in all the countries was one of removing the obstacles to exporting, which typically involved unifying and devaluing the exchange rate and removing QRs on imports of intermediate and capital
goods. Additionally, during this phase direct inducements to exporting were generally provided in the form of duty drawback schemes and preferential export financing. The second phase, during which the remaining QRs were largely eliminated and tariffs began to be gradually reduced, generally commenced only after the balance of payments was strengthened. In cases where external payments or the government budget balance 14 subsequently deteriorated (as in the Philippines and Thailand) the second phase reforms were put on hold.
Latin America
In In contrast with the rest of Latin America, Chile had uniform tariffs in 1985, virtually no QRs, and did not impose foreign exchange restrictions. Additionally, Chile moved to a relatively low uniform tariff (10 percent) under GATT commitments, although this tariff was raised in response to the 1982 slowdown. Nogués and Gulati (1992) argue that Chile's export success has been due to the openness of its import regime and significant real devaluation of the currency. They also claim that the export incentive measures were put in place at a time when export growth was already rapid, and consider their effects to be minimal compared to the impact of changes in the exchange rate and import regime. Paraguay simplified the tariff structure and reduced duty rates. However, this trend will, to some extent, be reversed by progressive convergence with MERCOSUR's common external tariff (CET) 15 , which will generate a small increase in the unweighted average of the most favoured nation (m.f.n.) rate from 9.6 percent in 1995 to 11.1 percent by 2006. In compliance with MERCOSUR and WTO commitments, remaining non-tariff measures which affected a few agricultural products were replaced by tariffs in January 1995. Decisions remain to be taken within MERCOSUR on duty for sugar and the establishment of a common automotive regime.
As in Paraguay's case, Uruguay's participation in MERCOSUR has helped to promote significant restructuring and modernisation of its economy, but as its economic performance is increasingly linked to that of its neighbours (especially Brazil and Argentina), a slowdown in the region could easily have spillover effects in Uruguay. However, the country needs to continue efforts to diversify its trading structure, to develop new products and services, and to find new export markets.
In Venezuela, trade policy reforms that started in 1989 were an element of an economic stabilisation program and deregulation to promote efficiency and growth. The intent was to enhance the simplicity, transparency, and neutrality of the trade regime. The trade reform was to take place in three phases: (1) reform of the exchange regime and commercial policy reforms in the manufacturing sector; (2) commercial policy reforms were to focus on agriculture; (3) a competitive exchange rate was to be the principal instrument of import promotion and export promotion. Between 1983 and 1988 there was a multiple exchange rate system with three rates. The lowest rate applied to debt service, petrol exports, and "essential" imports. A higher rate applied to most commercial transactions; and the free market rate (which ranged from 78 percent to 233 percent) to non-traditional exports, tourism and capital transfers. The unification of the rates in 1989 was achieved through the establishment of an interbank system with the currency trading at market prices. Foreign exchange controls were abolished. Nominal devaluation brought about a continuous depreciation of the real exchange rate for the entire duration of the reforms (Dean et al, 1994) .
In short, the Latin American countries covered here all made dramatic and significant reforms between 1985-1993. Liberalisation took place simultaneously, in terms of import barriers, export impediments, and the foreign exchange market. Concomitant with radical removal of QRs, the countries made significant reductions in tariff barriers. Export taxes and restrictions have been reduced, while indirect support for exports has been expanded. The reforms appear to be both moves toward neutrality and increased liberality. Simultaneously, many countries expanded or introduced export incentives to counteract the effects of remaining import barriers. Only Venezuela reduced explicit export subsidies. Also, indirect subsidy schemes were introduced (or maintained in some cases), such as duty drawback schemes, tax exemptions and/or rebates on income from exports and tariff exemptions on imported inputs used for production of exportables.
This section has analysed the main trade policy instruments which are considered to negatively affect exports. It emerged that multiple exchange rates, administrative barriers and export duties, amongst others, constitute the most significant anti-export biases in developing countries. Even though the countries surveyed undertook necessary reforms to reduce trade distortions, the extent and path of reform was diverse, and in many cases reforms are still outstanding. The issues of resistance to reforms, which are assumed to enhance economic efficiency, and the asymmetries of trade policy between export and import sectors have been studied in the literature on the political economy of trade policy. For instance, Fernandez and Rodrik (1991) show that governments often fail to adopt necessary policies because of the uncertainty regarding the distribution of gains and losses of reforms, and thus there is a bias towards the status quo 16 . This has been a typical problem in developing economies (where the patterns of trade policy have historically facilitated corruption and rent seeking) reflected in, for example, the promotion of one sector at the expense of others observed in the implementation of most industrial promotion strategies. 
Export Demand Functions
Broadly, export performance may be expected to depend primarily on:
1. Relative prices (the price of a country' exports relative to the foreign price of related goods expressed in a common currency); 2. World income, which determines the demand for a country's goods.
If the price elasticity and the income elasticity of demand for exports are assumed to be constant, the export function can be written as (see Thirlwall, 1999) :
where: WY represents world income; d P is domestic prices; f P is foreign prices; E is the nominal exchange rate; η is the price elasticity of demand for exports; and ε is the income elasticity of demand for exports. The price elasticity of demand for exports is expected to be negative, while the income elasticity will be positive.
Taking logs of the variables in equation (1) and differentiating with respect to time, the growth of exports can be expressed as:
The above model assumes, implicitly, that export growth in period t equals the actual growth of exports in period t, that is,
In other words, it is assumed that export growth adjusts in each period to desired rates. Alternatively, a more realistic assumption would be to test the possibility of lagged adjustment in a "disequilibrium" model of export demand, in which export growth is assumed to adjust only partially to the difference between export demand in period t and the actual growth of exports in the previous period. This yields,
where: 1 β = η; 2 β = ε (i.e. the short run price and income elasticities); px is the growth in relative prices; and t µ is the error term. The long run price and income elasticities are given Export demand analysis has been applied to both industrial and developing countries (Goldstein and Khan, 1985 , survey the literature related to income and price effects in foreign trade). The empirical work on the time-series behaviour of foreign trade flows has evidenced little change in the last three decades. Despite the improvements in estimation techniques, the empirical evidence suggests that there have not been changes in the sizes of the estimated elasticities over time. Beenstock and Minford (1976) , Deppler and Ripley (1978), Lawrence (1978) , and Goldstein and Khan (1978) provide representative estimates of short run and long run price and foreign income elasticities of standard demand for imports and exports for industrial countries. In these cases, the long run price elasticities range from -1.40 to -1.85, and the long run income elasticities presents values from 0.91 to 4.03.
Khan (1974), Goldstein and Khan (1982) , and Senhadji and Montenegro (1999) estimate export demand elasticities for a large number of developing and industrial countries, using time series techniques. They find that exports do react to both the income of trade partners and relative prices, and the average long-run price and income elasticities for all countries are found to be approximately -1 and 1.5, respectively, but there is a wide diversity of experiences.
Export Demand Analysis for Developing Countries
The traditional export demand function provides an interesting framework in which to analyse the responsiveness of exports to price and income variations. However, there are other effects that must be considered, such as the influence of trade policy reforms on export 21 performance. This section analyses empirically the effect of trade liberalisation measures on export performance, and how this process affects the key arguments of the export demand function. The modelling approaches involves:
1. the estimation of dynamic panel models by fixed-effects and by generalised method of moments (GMM) (Arellano and Bond, 1998) ;
2. time-series/cross-section analysis for all the countries, as well as for the different geographical regions studied.
Detailed data definitions are presented in the appendix.
Empirical Modelling
According to the previous discussion, the growth of exports can be regarded mainly as a function of foreign GDP growth and relative prices, and the lagged value of export growth. In addition to these factors, this investigation aims to test the hypothesis that exports growth improves as a consequence of trade liberalisation. The ratio of export duties to total exports is used as the main indicator of the degree of distortion. The selection of such a variable was based on the fact that export duties represent one of the most widely used policy instruments in the countries analysed. Also, a liberalisation indicator defined as a dummy variable that takes the value of zero before the year of liberalisation and 1 afterwards (see Table 1 for the particular years of reform in each country) is considered.
Thus, the augmented export growth function can be expressed as:
where i α and t ∂ are country-specific and year-specific effects, d is export duties, which measure how the degree of distortions on trade can disincentive exports, and lib is the shift dummy variable. The rest of the variables are as defined earlier, and we expect 1 0 β < , 
Dynamic Panel Data
In this section, two forms of panel data model are estimated. First, the fixed-effects estimator, based on the inclusion of dummy variables to account for factors that are specific to each country but constant over time (Greene, 1997) . With dynamic models, using the standard within-group estimator generates estimates that are inconsistent, as the number of 'individuals' tends to infinity if the number of periods is kept fixed (see Nerlove, 1967; Nickell, 1981; and Harris and Mátyás, 1996) . However, given that the number of time periods used in this study is relatively high (for panel data), it is likely that the bias generated by the inclusion of a lagged dependent variable will be very small. Secondly, dynamic panel data models based on generalised method of moments (GMM) estimators are also estimated. The GMM estimators control for the endogeneity of the lagged dependent variable and for the potential endogeneity of other explanatory variables (see Arellano, 1993; Arellano and Bond, 1998; Judson and Owen, 1999) . The instruments used are based on lagged values of the explanatory variables.
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The results from both estimators are reported in Table 2 . Columns (i) and (ii) present the fixed effect estimates. As can be observed in column (i), there is a clear relationship between export growth and the change in the trade weighted real effective exchange rate (REER), world income growth and trade liberalisation. The long run income elasticity is 2.15, whilst the long run price elasticity is -0.11. Such a low price elasticity raises concerns about the possibility of losing export revenues in the process of the countries making themselves more competitive (through the devaluation of the real effective exchange rate, for example).
The export duty variable, which accounts for the effects of the degree of distortions on export growth, is not statistically significant, although it has the expected sign. Additionally, a calculated export duty elasticity ( 0.01
shows that negative effects of the degree of trade distortion on export growth are minor, suggesting that apart from export duties, there are other factors that affect export growth, as for example non-quantitative restrictions and other country specific institutional elements. As regards the impact of reforms, trade liberalisation episodes seem to have a higher influence on export growth than export duties, since the direct impact of liberalisation is calculated to be 12 percent 17 . 17 The export duty elasticity is calculated as ( Regarding the slope dummy variables, the coefficients are not significant different from zero, but they show the correct sign. Moreover, the two interaction variables are collectively insignificant, with an F-statistic of F(2,418) = 0.34.
In column (ii), which provides a simpler specification, the coefficients of the short run income and price elasticities are statistically significant. The price elasticity confirms that the response of exports is in the expected direction, but the magnitude of the coefficient implies that export competitiveness does not rely merely in price indicators, at least for the case of the countries analysed. The export duty coefficient is not statistically significant, and although the magnitude of the coefficient is larger than the estimate in column (i), the calculated elasticity of -0.05 shows that negative effect of duties on export growth is minimal. The liberalisation coefficient shows that there is a significant export response to trade reforms -the direct (percentage) impact of liberalisation on export growth is 43 percent, confirming the noteworthy influence that trade reform has on the export performance of the economies analysed.
Turning now to the GMM estimates, column (iii) shows that the short run income and price elasticities (1.42 and -0.14) are both significantly different from zero. The long run income and price elasticities are 1.60 and -0.16, respectively. The negative impact of duties on export growth is confirmed, and the coefficient is relatively higher than in the fixed effect estimations. Also, the dummy variable that accounts for the effects of liberalisation on export growth is significantly different from zero, corroborating that the elimination of major trade policy distortions has a positive influence on export performance. Furthermore, the calculated export duty elasticity (-0.05) confirms the negligible influence that export duties have on export growth, in contrast to the higher proportional impact of trade liberalisation, which is estimated to be 21 percent. Column (iii) also includes the slope dummy variables defined previously. The interaction variable wy lib × is positive and significantly different from zero, indicating that world's income growth improves export growth in more liberalised economies.
In other words, the positive interaction between the income elasticity and external demand is a signal of successful trade liberalisation, since it suggests that the reduction and/or elimination of trade distortions, and hence greater openness to the world market, stimulates efficiency or induces structural change, as pointed out earlier. In contrast, px lib × is not significantly different from zero, and the magnitude of the coefficient is very low, though it has the expected negative sign. The coefficients of the two interaction terms are jointly significant according to the F-statistic F(2,360) = 78.51.
The results in column (iv) present a similar picture as the other estimations in Table 2 .
The estimates suggest statistically significant income and price elasticities. Additionally, the distortions indicator (i.e. export duties) is a significant determinant of aggregate export performance although the elasticity is again very small ( d 0.05 ε = − ). As in the previous columns, the trade liberalisation process (accounted by the shift dummy variable) is a more important factor influential export growth -the estimated percentage impact of liberalisation is 29 percent for column (iv).
Time-Series/Cross-Section
The previous section presented dynamic panel data estimates for the total group of countries analysed in this study. However, the evaluation of trade policy reforms in the different regions suggests that there is a diversity of experiences regarding trade liberalisation.
Additionally, the estimates of income and price elasticities of demand suggest that such elasticities vary significantly across regions (Senhadji and Montenegro, 1999) .
To examine whether the elasticities and trade liberalisation measures differ between geographical regions, the countries in the sample were classified in four zones: Africa, East 
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The results for all the countries in column (i) confirm the findings of the dynamic panel data
estimates. There is indication of relative price and external demand effects on export growth.
The results also suggest significant distortions and trade liberalisation effects. Column (i) provides, as well, evidence that trade liberalisation improves the sensitivity of exports to world income changes. However, the effects of the interaction between liberalisation and relative prices is not statistically significant, as in the fixed effects and GMM cases.
The region-specific estimates provide more diverse results. With reference to the income and price elasticities, the East Asia region presents the highest long run income elasticity (1.98), although Latin America and Africa also possess high income elasticities 18 The models and estimators are analysed in Greene (1997, Chapter 16) . 19 The evidence of autocorrelation is probably indicative of misspecification and therefore not corrected by an autoregressive estimator.
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(1.68 and 1.44, respectively). High income elasticities are a feature of export equations estimated for successful East Asian economies (Athukorala and Riedel, 1996) , which is not only a result of the products they export, but an indication of very rapid improvements in product quality and efficiency driving export growth. Regarding the long run price elasticity, Africa has the highest elasticity (-0.36) but it is still low while East Asia has the lowest elasticity (-0.21). Another interesting result from the time-series/cross-section estimates is the significant negative impact that export duties have on export growth for the Latin America case. Bleaney (1999) argues that there are significant reform effects (both on total exports and manufactured exports), for the case of ten Latin American countries. Moreover, his study shows that, after reform, exports seem to react more strongly to real exchange rate signals and the income elasticity of demand is higher.
Trade distortions also play a relatively important role in East and South Asian countries.
In Africa, export duties have a negligible impact on export performance. Nonetheless, the liberalisation of the trade regimes appears as a crucial determinant of export growth in all of the regions analysed.
Although the form of pooling considered in this section allows for some flexibility in the disturbance properties for each country, it requires the assumption of a common parameter vector. The evidence of residual serial correlation may suggest that some allowance for country specific effects is necessary.
Summary and Conclusions
The argument for analysing the relationship between trade liberalisation and exports is that the reduction or elimination of trade policy distortions reduces anti-export bias, and therefore improves export competitiveness. The countries analysed have undertaken serious 28 trade reforms, either as a part of major macroeconomic reforms, commitments with international regulations, or by decisions driven by a process of internal adjustment. Founded on such information, the present investigation provides empirical evidence supporting the premise that the elimination of trade policy distortions has a positive impact on export growth. As noted above, the analysis of export growth based on the export demand function approach represents a foremost contribution to the empirical literature since the study of the determinants of export growth has focused mainly on the supply approach to export performance. Furthermore, the application of dynamic panel data models to such an economic relationship constitutes another important contribution of the study.
The main empirical findings in this paper are:
• exports react negatively to an increase in relative prices as indicated by the calculated price elasticity;
• external demand (i.e. world income growth) has a positive effect on export growth;
• export duties, as an indicator of trade distortions, appear to negatively affect export growth, although the magnitude of the effect is small;
• trade liberalisation processes emerge as a positive and important determinant of export performance.
The calculated income and price elasticities differ between regions, as expected. East Asia has the highest long run income elasticity, although Latin America and Africa also possess high income elasticities. Africa has the highest long run price elasticity, but it is still relatively low.
It is important to stress that the impact of trade distortion also varies between regions, where Latin America is the most affected by the degree of export duties, which is reasonable considering the high average duties prevailing in some countries before the liberalisation episodes. However, trade liberalisation emerges as a fundamental determinant of export growth in all the countries analysed. Arellano and Bond, 1991) . The p-values report the probability of rejecting the null hypothesis of serial correlation, where the first differencing will induce (MA1) serial correlation if the time-varying component of the error term in levels is a serially uncorrelated disturbance. 6.
The GMM estimations were performed using the programme DPD98 for Gauss (Arellano and Bond, 1998 Elimination of exports duties, mainly in nontraditional exports. The Export Development Investment Support Scheme was established. Tax holidays on profit for exporters was introduced (for a limited period). 1985 1990 Reduction in the coverage of non-tariff import barriers. Tariffs were reduced to around 10 percent by 1993.
East Asia

Indonesia
Promotion of non-traditional exports. Import duties were abolished, whilst surcharges and VAT on imported inputs were introduced.
